
Before the
FEDERAL COMMUNICATIONS COMMISSION

Washington, D.C. 20554

In the Matter of

DEC 3- 1;95

Billed party Preference for
InterLATA 0+ Calls

CC Docket No. 92-77

DOCKET FILE COpy ORIGINAL
REPLY COMMENTS OF SPRINT CORPORATION

Sprint Corporation ("Sprint") hereby respectfully submits

its reply comments on the questions attached to the Commission's

Public Notice (DA 96-1695) issued October 10, 1996 in the above-

captioned proceeding.

I. THE COMMISSION SHOULD NOT IMPOSE PRICE DISCLOSURE
REQUIREMENTS ON ALL OPERATOR SERVICE PROVIDERS.

Comptel (at 2-4) urges the Commission to require that all

operator service providers ("OSPs") disclose the fact that their

rates are available upon request. See also AMNEX at 5-6. Similar

proposals were raised at earlier stages of this proceeding by

other parties and in response Sprint demonstrated that they were

without merit. See Reply Comments of Sprint filed August 16,

1996 at 5-6. Sprint explained that the primary cause of consumer

complaints and dissatisfaction is the high rates charged by a

relatively few OSPs. Thus, the increased costs and delayed call

completion that would accompany any universal disclosure

requirement should not be visited upon the entire industry on

account of such OSPs.
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Several parties, including providers of asp services as well

as a premises owner, also oppose the imposition of a requirement

to have all asps, regardless of whether their rates are within

acceptable industry norms, disclose the fact that their rates are

available upon request. For example, us West states that "a

'total industry/total market' approach to the problem of [aSP]

price-gouging ... is simply not in the public interest."

Comments at 4. us West explains that such requirement would

"burden an entire industry with additional totally unnecessary

costs," id., which would only increase the price of the call.

US West would have the Commission "craft a remedy targeted and

tailored to the specific problem" created by certain asps

charging high rates, id. at 3 and not a "broad-based, industry

burdening general rulemaking." Id. at 6. Similarly, Peoples

states that "requiring universal rate disclosure will penalize

the service quality of the good actors in the industry who

already are charging rates that are in line with consumer

expectations." Comments at 2. And the Metropolitan Washington

Airports Authority explains that since it does not bid for

payphone services at rates that exceed established industry

norms," the problem of "excessive payphone charges [] simply does

not exist at Washington National or Dulles." Thus, it states

that the adoption a "a system of on-demand call rating ...would

serve, in most cases, merely to make payphone service less
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convenient and less efficient" at both airports without

justification. Comments at 3-4.

Comptel supports its proposal here primarily by arguing that

only an ubiquitous rate disclosure requirement avoids the legal

problem of sUbjecting some asps to differential treatment.

Comments at 4. However, Comptel does not explain why the

Commission lacks the authority under the Communications Act to

design regulations to address a particular problem which is

limited to those that created the problem. Nor could it. The

Commission's authority under the Act to subject different

carriers within its jurisdiction to different regulatory

treatment is well-established. See, e.g., Competitive Carrier,

85 FCC 2d 1, 12-18 (1980). In any case, Comptel's industry-wide

solution would ill-serve the public for the reasons already put

forward by Sprint and others. It should not be adopted.

II. IT IS HIGHLY UNLIKELY THAT THE RATES CHARGED BY OSPS WILL BE
REDUCED AS A RESULT OF THE COMMISSION'S REPORT AND ORDER IN
CC DOCKET NO. 96-128.

Several parties predict that the Commission's recent Report

and Order in CC Docket No. 96-128 (Pay Telephone Reclassification

and Compensation Provision of the Telecommunications Act of 1996,

Policies and Rules Concerning Operator Service Access and Pay

Telephone Compensation), in which the Commission required that

interexchange carriers ("IXCs") pay what amounts to a tax to

payphone service providers ("PSPs") will enable asps to lower
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their rates for 0+ calls. See, e.g., Intellicall at 9; Peoples

at 4-5; US West at 20; U.S. Long Distance, Inc. at 12; and

Teltrust at 4. These parties base their predictions on the

assumption that since PSPs will now receive revenues from IXCs

for dial-around calls, asps will not necessarily have to recover

all of their expenses from end users.

Such prediction and the assumption upon which it is based

are naive at best. 1 Indeed, many of these parties e. g., US

West and Teltrust -- appear to confuse the fact that dial-around

compensation is to be paid to payphone service providers and not

to OSPs who charge the high rates. If a PSP receiving the

compensation does not provide its own operator services or if the

premises owner presubscribes his payphones to an OSP which is not

affiliated with the PSP, the OSP will not reap the benefits of

any dial-around compensation paid to such payphone provider.

Under such circumstances, the OSP will still be required to

recover all of its expenses from end users.

lOne PSP official has recently acknowledged that no compensation
from toll calls -- either 0+, dial-around or subscriber 800 calls
-- is needed to cover costs of providing payphones. In the
article entitled "FCC Order Jump starts Industry" appearing in
the December 1996 issue of Phone +, (at 64-65), Jerry Burger,
chief executive officer of AmeriCall, is quoted as stating that
AmeriCal1 "did not accept a location if [it] could not amortize
100 percent of [its] interest and principal payments and all [of
its] salaries, general and administrative expenses strictly out
of coin. If [AmeriCall] had to depend on the revenue from
operator services, let alone surcharges, [it] didn't want the
phone." To Mr. Burger, "operator services and any type of
surcharges revenue is strictly gravy."
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Even if the pSP also provides operator services, the fact

that it will receive dial-around compensation from IXCs will not

necessarily result in lower 0+ rates charged to end users. Such

PSPs may choose simply to use the additional monies to increase

the salaries of their employees or increase the dividends paid to

owners of the PSP. Alternatively -- and this is perhaps the more

likely scenario -- the additional revenues received by the PSP

will simply be passed on to premises owners who will exercise

their market power to demand higher commission payments from the

PSPs. 2

In short, there is no assurance that the dial-around

compensation scheme adopted in CC Docket 96-128 will lead to

lower rates to end users making 0+ calls from payphones. And to

make matters worse, IXCs will be forced to increase their rates

2 Given the undisputed fact premises owners retain substantial
market power by virtue of their ability to select the asp, the
payphone market can hardly be characterized as competitive. A
competitive market would force service providers to lower their
costs and rates to end users. But, in the payphone market, asps
do not compete for the business of end users by seeking to
provide quality services at low rates. Rather they compete to be
selected by premises owners to provide operator services. Such
"competition" usually is based upon the level of commissions
offered by asps to the premises owners. To the extent that
premises owners seek to maximize their revenues from payphones,
they will continue to select the asp that promises the highest
commissions. The asp, in turn, will continue to recoup such high
commissions by charging users high per minute rates and by
billing and collecting location-imposed surcharges. As Sprint
has argued for some time now, the only way to mitigate, if not
eliminate, the market power of the premises owners is to require
the implementation of billed party preference.
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for long distance calling to recover the windfall payments to

PSPs. See also Mel at 5

Floor

Its Attorneys

December 3, 1996
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CERTIFICATE OF SERVICE

I hereby certify that a copy of the foregoing "REPLY
COMMENTS OF SPRINT CORPORATION" was sent by hand or by United
States first-class mail, postage prepaid, on this the 3rd day of
December, 1996 to the parties on the att ched list:
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